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The President’s Report 


Cockfield Brown’s gross billings for 1974 totalled 
$43,500,000, an increase of more than 15% over 1973’s 
$37,600,000, and a new record for the Company. Our 
revenue from commissions and service fees increased by 
10% to $6,128,900 (also a record), compared with 

$5 548,200 in 1973. 

As indicated in our quarterly reports, however, this 
strong growth trend has not been reflected in our net 
earnings, which amounted to $180,000, or 30 cents per 
share, compared with $302,700, or 51 cents per share 
for 1973. 


Inflationary pressure 


Our expenses in 1974 increased by 15% over those for 
the previous year, to $5,693,900. This increase is 
attributable to several factors. One is the additional 
operating costs associated with the companies we 
acquired in 1973, which were incurred only for the last 
few months of that year, but for the full twelve months 
in 1974, 

Another was rising salary costs, in response to 
inflationary pressures. These two factors combined 
accounted for $648,700 of the $753,000 increase in 


expenses. 


The balance reflects increases in virtually all costs and, 
in addition, extra and unforeseen interest charges. These 
charges were incurred during the first three quarters of 
the year, when short-term bank loans were required to 
correct an imbalance in cash flow combined with an 
unusually high level of receivables, which persisted until 
the end of the summer. 

The increase in our gross billings was accounted for 
mainly by the business handled by our acquisitions. 

In addition, Cockfield Brown gained 19 new accounts 
during the year, but lost 9. The full effect of this new 
business on our revenue will be felt in 1975, nevertheless 
the results for part of 1974 were sufficient to offset the 
accounts lost during the year. 


Dividends maintained 


Regular quarterly dividends were paid in 1974, amount- 
ing to a total of 50 cents per share. These dividends were 
paid from current and retained earnings. It has been 
Company policy to maintain the dividend rate, drawing 
on surplus where necessary, rather than to reduce the 
rate when current earnings are adversely affected by 
fluctuations which the Directors judge to be short term. 
Extra earnings in 1972, for example, were put into 
surplus as a hedge against temporary uneven perfor- 


mance which is characteristic of the advertising industry. 


After paying the fourth quarter dividend, our retained , 


earnings stood at $1,116,300 at the year end. This level 
is appropriate for the Company’s anticipated require- 
ments through 1975. 

The number of shareholders continues to increase; 
at the end of 1974 there were 869 Cockfield Brown 
shareholders, compared with 813 at the beginning of 
the year. 


Looking ahead 


Although the general business outlook for 1975 is one 
of retrenchment, we expect the year to present oppor- 
tunities and we are 1n a strong position to turn them 
to good account as they arise. 

Our confidence is based on the resilience of our 
Company; its well-balanced account list; the national 
scope of our operations; and the skill and experience 
of our staff. 

Cockfield Brown has an enviable record of client 
retention. We have served many of our clients for thirty, 
forty and even fifty years. 

Nevertheless, it is an inescapable fact that, from time 
to time, clients change their advertising agencies. The 
inevitability of occasional losses of clients means that the 
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success of a company such as ours depends on the rate 
at which we acquire new business. As mentioned earlier, 
in 1974 we had a two-to-one ratio of gains to losses. 

The new accounts will represent a meaningful increase 
in business in 1975. Equally important, our success in 
new business development is solid evidence of the 
vitality of your Company. 


A broad base 


The strength inherent in our balanced account list is 
particularly important in a period when general eco- 
nomic difficulties are anticipated. 

In a business downturn, it is usual for certain sectors 
of the economy to be affected more than others; 
advertising agencies which are heavily involved with 
clients in the more severely affected industries suffer 
along with them. 

Cockfield Brown’s billings are widely distributed 
across the entire spectrum of Canadian business and 
industry, and we are thus less vulnerable in periods of 
stringency. 

We are also well-balanced from a regional point of 
view. With two offices in Vancouver, we are in a strong 
position on the west coast. In Winnipeg and London, 
Ontario, our offices are producing good results and have 
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excellent potential for growth. In Toronto we have an 
increasingly strong organization in what 1s Canada’s 
biggest market for advertising services. 

We have long been the largest advertising agency 
in Montreal and, especially important, have earned a 
respected place in the French-speaking market. We 
mean to maintain that position, and over many years 
have developed service capabilities in both the French 
and English languages, anticipating recent develop- 
ments. 

In this respect it is significant that in the past year we 
have been equally successful in acquiring new business 
from both French and English-oriented companies. 

Another, and fundamental, reason for confidence is, 
of course, the staff of this Company. We are fortunate to 
have many of the best advertising people in Canada, who 
have earned an enviable reputation for stability and loyalty 
to Cockfield Brown, and to the clients they serve. 


Good results from acquisitions 


There are further grounds for optimism in our expe- 
rience with the advertising agencies we acquired in the 
second half of 1973. 

After the first full year of operation, Industrial 
Marketing Communications and Insight Advertising & 
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Public Relations have proved to be highly successful and 
profitable enterprises. 

Industrial Marketing Communications is a substantial 
full-service advertising agency in its own right, with 
offices in Toronto and Montreal. It is particularly 
encouraging that we had no significant losses of clients 
on take-over. This is always a risk when there is a change 
of ownership. In fact, since becoming part of Cockfield 
Brown, the very capable people at IMC have acquired 
no fewer than nine new accounts during 1974. 

Our other new office, Insight Advertising & Public 
Relations, smaller but well-established in the British 
Columbia market, has similarly shown excellent results 
throughout the year. 


A retirement and an appointment 


During 1974, D. R. McRobie retired as Chairman of 
the Board and a Director, after 40 years with Cockfield 
Brown. He was President of the Company from 1958 
to 1972, a period of exceptional growth under his 
leadership. 

At the Annual Meeting last March, Louis J. LaRocque 
of Montreal, a Vice President of Cockfield Brown, 
was elected to the Board of Directors. Mr. LaRocque 
has made major contributions to the development 


s 


of Cockfield Brown’s excellent reputation in the Quebec 
market, and his election is an important addition to the 
strength of the Board. 

As indicated, we expect some hard challenges in 1975. 
We can also see many stimulating opportunities. Under 
present conditions, forecasting is hazardous; however, 
the solid base of business developed through 1974; the 
cooperation we received from clients in dealing with the 
year’s cash flow situation; our cost and methods control 
program; and the talent, energy and dedication of our 
staff all suggest that we will attain our growth and 
performance objectives for 1975. We cannot command 
success, but we are prepared to make the utmost of our 
opportunities. 


On behalf of the Board 


President 


Cockfield Brown Montreal 
Industrial Marketing Communications Montreal 
Cockfield Brown Toronto 
Industrial Marketing Communications Toronto 
Cockfield Brown London 
Cockfield Brown Winnipeg 
Cockfield Brown Vancouver 


Insight Advertising & Public Relations Vancouver 


COCKFIELD, BROWN & COMPANY LIMITED 


(Incorporated under the Canada Corporations Act) 
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Balance Sheet 
as at December 31, 1974 
(with comparative figures as at December 31, 1973) 


Assets 1974 1973 
Current 
Gast tte gee eae ait cn ee a a Eee ee eee $ 200,900 a 
Marketable securities, at cost 
(market value $400,100; 1973 — $463,500) .. 503,700 $03,700 
ACCOUNTS “recetvVaDlema et ek. Oe ee 4,698,700 4,125,500 
Expenditures. billable tarclicntS@esae ae eee 229,300 399,100 
Amount due from trustees under Employee 
Stocks Purchase: Plan snii ae ene teen 22,800 51,600 
5,655,400 — 5,079,900 
Fixed 
Furnituresand fixtures: ae ee ei ee 702,100 674,400 
Bess: Accumulated depreciatioties a nae 308,800 250,900 
393,300 423,500 
Leasehold improvements, at cost less 
AMOLIZaliOll =, Ae ee a ee 133,400 © 1525800 
526,700 576,300 
Costs Of acquisitions: (Now? uta eee ae ee 166,100 170,000 


$6,348,200 $5,826,200 


Liabilities 

Current 
Bank indebtedness) 0.0. en oe oe $ — $ 310,100 
Accounts payable and accrued liabilities......... 4,809,900 3,831,900 
Income taxes: payables csr aes eer eee 39,400 67,000 


4,849,300 4,209,000 


Shareholders’ Equity 


Capital stock 
Common shares without nominal or par value 
Authorized — 2,000,000 shares 


Issued —— §596,500#shares a eee 382,600 382,600 

Retained earnings-.-ey.. ee ee 1,116,300 1,234,600 
1,498,900 ‘1,617,200 

$6,348,200 $5,826,200 


On Behalf of the Board: (Signed) R. W. Collington, Director 
(Signed) T. G. Smyth, C.A., Director 


COCKFIELD, BROWN & COMPANY LIMITED 


Statement of Earnings 


For the Year Ended December 31, 1974 
(with comparative figures for 1973) 


CEOS: Dil TOS gear cme gee ae emt OS ations ne nik ceo een 
Commissions and service fees earned .............. 


Expenses 


Depreciation and amortization (Note 1) ......... 
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Statement of Retained Earnings 
For the Year Ended December 31, 1974 
(with comparative figures for 1973) 


Hetained-earnings:——s |anuarvel . ertnir se raat ns oie 


Add: 
MMeireAariilieS 1OlatiesVCAls, iq mares tet e ncraie ey 


Deduct: 


Dividends paid on common shares .............. 
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Retained earnings — December 31 


1974 


$43,500,000 
$ 6,128,900 


1973 


$37,600,000 


$5,948,200 


112,100 74,700 
198,900 197,800 
146,000 129,400 
207,700 150,500 
444,400 402,500 
4,088,600 3,590,100 
138,500 126,700 
357,700 269,200 
5,693,900 4,940,900 
435,000 607,300 
255,000 304,600 
180,000 $ 302,700 
0.30 $ 0.51 
1974 1973 
$1,234,600 $1,289,800 
180,000 302,700 
1,414,600 1,592,500 
298,300 357,900 
$1,116,300 $1,234,600 


COCKFIELD, BROWN & COMPANY LIMITED 
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Statement of Changes in Financial Position 


For the Year Ended December 31, 1974 
(with comparative figures for 1973) 


1974 1973 
Source of Funds 
Operations 
Netearnines for the yeatea on ee et ee $180,000 $302,700 
Add: Charge not requiring an outlay of funds 
Depreciation and amortization ............... 112,100 74,700 
292,100 377,400 
Decrease In‘working capital. Ae 2 ree ee ee ee 64,800 236,600 


$356,900 $614,000 


Application of Funds 
Payment of dividends on common shares ................ $298,300 $357,900 
Costs.Of acquisitions sac tes tenes etc e eeee eee er 30,900 170,000 


Additions to furniture and fixtures and 
leasehold 1mprovementsa ser eer ee eee 27,700 86,100 


$356,900 $614,000 


Auditors’ Report 


The Shareholders, 
Cockfield, Brown & Company Limited. 


We have examined the balance sheet of Cockfield, Brown & Company Limited as at December 31, 
1974 and the statements of earnings, retained earnings and changes in financial position for the year then 
ended. Our examination included a general review of the accounting procedures and such tests of account- 
ing records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion these financial statements present fairly the financial position of the Company as at 
December 31, 1974 and the results of its operations and the changes in its financial position for the year 


then ended, in accordance with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


Montreal, Que. Touche Ross & Co. 
January 24, 1975. Chartered Accountants. 


COCKFIELD, BROWN & COMPANY LIMITED 


Notes to Financial Statements 
December 31, 1974 


Note 1. Statement of Accounting Policies 
Fixed Assets 

The Company’s fixed assets are recorded at cost except for the furniture 
and fixtures at the Montreal and Toronto offices which were appraised as 
of December 31, 1972 by The Industrial Valuation Company Limited and 
restated at depreciated replacement value. 
Furniture and fixtures are depreciated over their expected useful lives. 
Leasehold improvements are amortized over the terms of the leases. 


Costs of Acquisitions 
The costs of acquisitions (Note 2) are being amortized over a five year period 
commencing with the year following the year of acquisition. 


Gross Billings 
Gross billings include service fees capitalized in accordance with industry 
practice by multiplying the service fees by 6% (commissions and service 
fees generally represent 15% of gross billings). 


Note 2. Costs of Acquisitions 


The Company acquired the advertising business of two advertising agencies 
in 1973 and one in 1974. 


Note 3. Remuneration and Number of Directors and Officers 
The aggregate remuneration paid by the Company to its directors and 
officers and the number thereof for 1973 and 1974 were as follows: 


Number Remuneration 
1974 1973 1974 1973 
To directors 11 12 $ 11,000 $ 11,000 
(all directors were also officers of the Company) 
To officers 30 35 $845,800 $798,500 


Note 4. Long Term Leases 
Annual rentals payable under long term leases in effect are $382,275 in 1975, 
$382,275 in 1976, $364,600 in 1977, $258,400 in 1978 and $148,600 in 1979. 


Abies ; If the advertising industry in Canada fiourishes then 
Advertising and our society Cockfield Brown, as part of it, will have every opportu- 
nity to continue to grow. If it should decline, then 
obviously our prospects would be limited. 

Now is an appropriate time to look at the situation of 
the industry. Because advertising, a favorite target of the 
critics ever since its rise as a modern business, 1s today 
being challenged as never before. 


What the critics say 


Advertising is accused of a multitude of sins. On the one 
hand, it is said to be an inefficient, high-cost means of 
communication, too often disseminating partial or biased 
information. On the other, it is held to be only too 
efficient in promoting superficial values, and in selling 
goods and services not in themselves desirable. 

Another complaint is that advertising is wasteful of 
resources, particularly in encouraging the needless 
proliferation of brands. And yet another, that it concerns 
itself overmuch with the creation of image and aura, 
rather than concentrating on strictly factual presentation. 


Whoever heard of an exterior gloss latex? 


Thousands of new 
products reach the 
: market every year, to 
New Kem Latex Gloss House Paint covers any home face the acid ne 
exterior easily, dries to a beautiful satin gloss. do they fill a consumer 
need? Advertising 
speeds up the process 
of finding out. 


Sara Lee introduces _. 
almost too much of a good thing. 


These are only the beginning of a catalogue of woes. 
There follow other widely assorted allegations such as 
undue influence on children, the undermining of the 
freedom of the press, encouragement of self-medication, 
the insulting portrayal of the housewife, male chauvin- 
ism, and many, many more. 

Our answer to all this is simple. Yes, examples of all 
these shortcomings can be found by the zealous critic. 
But no, it does not follow that advertising, as an influence 
in our society, is not both beneficial and essential. 

The attacks on advertising from outside and its 
defence by those in the business, have been going on for 
over half a century. The economic and social justifications 
are in the textbooks, and we will not repeat them here. 


A question of perspective 


Instead, we suggest that it is important at this ume for 
business, governments and the public to look beyond the 
details of advertising practice and the role of advertising as 
the catalyst in the marketplace and to consider it in a 
much wider context. 

Advertsing is not only part and parcel of the economic 
system, it 1s also — as the continuing contact that 
producers have with consumers — a critically important 


There will always be a few hotels like this. 
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Vancouver 


part of the communications complex in a modern, and 
free, society. Thus, if we are to contemplate fundamental 
restrictions on the right to advertise, as some would wish, 
then it should be recognized that the repercussions 
would be far-reaching. 

If advertising were to be severely restricted, the lack 
of information about products, services, or the suppliers’ 
commitment to the consumer would disrupt manufac- 
turing, distribution and service industries. To keep the 
wheels turning, some alternative means of giving the con- 
sumer this essential information would have to be found. 


What's the latest...in fashions, 
travel, the world of leisure? 
Advertising gives people the 
ideas that, translated into 
demand, keep great industries 


Another kind of system 


The alternative, surely, would be some form of public 
authority which would, in effect, organize and control the 
channels of market information. The consumer’s “right 
to know” would become subject to the discretion of 
officialdom. 

Moreover, through its virtual possession of the system 
of market communication, the authority would also 
acquire the power to decide the patterns of production 
and the variations of goods and services to be permitted. 
Changes in these areas would not develop as a result 
of informed decision-making by the public but would 
be imposed by a well-meaning, but still arbitrary, 
bureaucracy. 
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Contempra 


The beautiful way to phone. 


Bell Canatta 


Advertising informs, explains 
product features, spreads 
before the consumer a vast 
choice — and helps him 

get his money’s worth. 


Contempra Phone. 


This is not just a threat to the free choice Canadians 
have in spending their money, or to the competitive 
market. What is involved is a potential limitation of the 
right of the public to make its own decisions about the life 
style it wants. 

It is for these reasons that, as a society, we should 
beware of over-interference in the working of advertising 
in our economy. 

This is not to say that responsible regulation by public 
authority is not needed or that advertising itself is not 
capable of improvement. The techniques and practice of 
advertising, like other activities devised by human beings, 
are far from perfect. But, of all people, those in the 
advertising business are well attuned to the changing 
attitudes of the public; they are also acutely aware, often 
from painful experience, of the discipline the public 
imposes on advertisers and advertising agencies through 
its power in the marketplace. 

The complex social movement we know as consumer- 
ism, for example, is exerting great pressure on all sides of 
the economy. Linked with this movement are the new 
government agencies, created in response to it. 
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Making advertising work better. 


The advertising industry should welcome the new 
awareness on the part of consumers. An intelligent and 
enlightened public makes for an environment in which 
advertising can function most efficiently. And an alert 
public opinion can help enforce the high standards for 
which the great majority of Canadian businesses have 
worked for many years. 

There are undoubtedly benefits in government regula- 
tion in certain specific instances, as a supplement to the 
many self-regulatory codes set up by the advertising, 
publishing and broadcasting industries themselves. 

But we should bear in mind that, as governments’ 
intervention in the private sector escalates, their need to 
keep the public informed on their policies and what they 
require of the public — and why — will grow rapidly. 
It is therefore important that government advertising be 
subject to the same public evaluation that now disciplines 
the advertising of business and industry. This is unlikely 
to be the case if excessive government control over adver- 
tising in the private sector makes all advertising, in effect, 
a government monopoly. 


The good products of CT a ae 
Canada are part ofthe Leat »Maple Le 
good life in Canada. 

Advertising 1s the 


producer’s pledge of 


quality to the consumer. 


Under the present system, the self-regulatory codes 
of the private sector, government regulation and, above 
all, the self-interest of the advertiser, work together to 
ensure that advertising truly serves the consumer as well 
as the producer. 

As changes in advertising practice become desirable, 
they also become inevitable, because advertising cannot 
be fully effective unless it is responsive to public opinion. 

Drastic change does not need to be imposed by 
outside authority. The existing checks and balances will 
bring orderly evolution — to the design of goods and 
services, to the commitments made by producers to 
consumers, and to market communications. 


This selection of advertising produced by 
Cockfield Brown is reproduced by 
permission of: 


AIR CANADA 

BELL CANADA 

CANADA PACKERS LIMITED 

CANADIAN DAIRY FOODS SERVICE BUREAU 
THE T. EATON CO. LIMITED 

GENERAL DISTRIBUTORS LTD 

HILTON CANADA LTD 

IMPERIAL OIL LIMITED 

KITCHENS OF SARA LEE (CANADA) LTD 
MAZDA MOTORS OF CANADA LTD 
MOLSON BREWERIES OF CANADA LIMITED 


THE SHERWIN-WILLIAMS CO. OF CANADA, LIMITED 


SIMMONS LIMITED 


Directors and Officers 
*R. W. Collington 
Director, President and Chef Executive Officer 


*R. G. Bartlett 


Director and Executive Vice-President 


*T> Ge omythy, C.A. enw 
Director, Senior Vice-President Administration and 
Finance & Secretary Treasurer 


* Member of the Executive Committee 


Offices 


Cockfield, Brown & Company Limited 


Canada Cement Building C. N. Tower, 197 York Street 


D. J. Angier 


Director and Vice-President 


G. W. Brown . 
Director and Chairman of the New Business 
and Development Committee 


I. B. Campbell 


Director and Vice-President 


L), G. LaRocque 


Director and Vice-President 


J. R. MacRae 


Director and Vice-President 


J. J. M. Morrison 


Director and Vice-President 


ieHe Walls 


Director and Vice-President 


LE. Bo Walsh 


Director and Vice-President 


Industrial Marketing 
Communications 


a division of Cockfield, Brown 
& Company Limited 


209 Notre Dame Avenue, Suite A 1500 Stanley Street, Suite 330 


606 Cathcart Street London N6A 1B2 
Montreal H3B 1L1 (519) 438-2117 
(514) 861-1771 
2 St. Clair Avenue West Winnipeg R3B 1M9 
Toronto M4V 1L7 (204) 942-0811 
(416) 924-5492 

‘ 134 Abbott Street 

Vancouver V6B 2K6 


(604) 681-1111 


Montreal H3A 1R3 
(514) 842-5281 


1220 Yonge Street 
Toronto M4T 1W1 
(416) 924-6671 


Vice-Presidents 
J. P. Arvisais 

R. Burns 

J. B. Churchill 
J. W. Cotton 

D. French 

R. K. B. Gallop 
J. H. Gibaut 

H. J. Gibson 
W.S. Greenwell 
R. F. Harnden 
C. L. Marcus 
W.E. Moore 

R. H. O’Hara 
G. B. Roberton 
I. D. Smith 
Mrs. I. C. Soutzo 
A. F. Wrenshall 


Insight Advertising 
& Public Relations 


a division of Cockfield, Brown 
& Company Limited 


3737 Oak Street, Suite 102 
Vancouver V6H 2M4 
(604) 736-3881 


Affiliates throughout the world. 


COCKFIELD BROWN 
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